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SUBJECT: REVISION OF NEW FINNISH EXCISE TAX ON ADDED SUGAR 

REF: STATE 219517 

1 . SUMMARY: MFA INFORMS US THAT THE NEW EXCISE TAX ON 
ADDED SUGAR IN PROCESSED FOOD PRODUCTS WILL BE REVISED SO 
THAT IT WILL NO LONGER APPLY TO CANNED FRUITS WITH A 
SUGAR- ADDED CONTENT OF LESS THAN 25 PERCENT. THUS, MFA 
OFFICIALS CONTEND, IMPORTS OF SUCH PRODUCTS FROM THE 
UNITED STATES WILL NOT BE AFFECTED. OFFICIALS ALSO ASKED 
FOR INFORMATION ON THE USG'S APPLICATION OF EXCISE TAXA- 
TION TO ADDED SUGAR IN PROCESSED FOODS, AS WELL AS ON HOW 
USG WILL PROCEED WITH ITS ANNOUNCED INTENTION TO CONVERT 
CERTAIN SPECIFIC TARIFF RATES TO AD VALOREM RATES. 
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END SUMMARY 

2. MFA OFFICIALS ( KARKKAINEN AND PULLINEN) INFORMED 
EMBASSY ECONOMIC COUNSELOR ON SEPT 13 THAT THE EXCISE 
TAX ON ADDED SUGAR APPLICABLE BEGINNING AUG 1 TO 
PRODUCTS FALLING UNDER CUSTOMS TARIFF NO. 20.06, WHICH 
COVERS PRACTICALLY ALL CANNED FRUITS, IS BEING REVISED 
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IN A WAY THAT WILL SATISFY U.S. INTERESTS. THE FINNS 
ALSO INTEND TO INFORM THE U.S. MTN DEL (BALE) THIS WEEK. 

THE TAX WILL NO LONGER APPLY TO IMPORTS WITH AN ADDED 
SUGAR CONTENT OF LESS THAN 25 PERCENT. ACCORDING TO THE 
FINNS, THEIR ANALYSIS SHOWS THAT FRUIT CANNED IN "LIGHT 
SYRUP" PRODUCED IN THE U.S. HAVE AN ADDED SUGAR CONTENT 
OF 14 TO 18 PERCENT AND "HEAVY SYRUP" PRODUCTS 18 TO 22 
PERCENT; THUS NO PRODUCTS FROM THE U.S. WOULD BE SUBJECT 
TO THE REVISED TAX. (KARKKAINEN M ATTAINED THAT U.S. 
PRODUCTS MIGHT EVEN BENEFIT BECAUSE OF THE APPLICABILITY 
OF THE TAX TO SOME COMPETING IMPORTS, SOME OF WHICH 
CONSIST OF UP TO 60 PERCENT SUGAR. HOWEVER, AS WAS 
POINTED OUT TO HIM, SUCH PRODUCTS, LARGELY FROM EASTERN 
EUROPE, ARE HARDLY COMPARABLE IN QUALITY TO IMPORTS 
FROM THE U.S.) 

3. THE REVISION WILL BE INCORPORATED IN RENEWAL OF THE 
EXCISE TAX ACT, WHICH WILL BE APPROVED BY PARLIAMENT IN 
ASSOCIATION WITH THE PASSAGE OF THE 1979 BUDGET. THIS 
WILL PROBABLY TAKE PLACE IN LATE DECEMBER OR EARLY NEXT 
YEAR. MEANWHILE IMPORTERS MAY APPLY FOR AND RECEIVE A 
REFUND OF THE TAX. PULLINEN SAID IT WAS AN "ACCIDENT" 

THAT THE TAX HAD BEEN APPLIED TO PRODUCTS WITH LOW SUGAR 
CONTENT. 

4. KARKKANEN AND PULLINEN TOOK THE OPPORTUNITY TO 
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REQUEST INFORMATION ON TWO MATTERS: 

A. FINNS UNDERSTAND THAT THE U.S. TAXATION OF SUGAR 
IMPORTS COVERS SUGAR ADDED TO PROCESSED FOODS. THEY 
WOULD LIKE INFORMATION ON THE EXTENT OF COVERAGE 

AND ON METHODS OF CALCULATING SUGAR CONTENT, FOR USE IN 
DEVELOPING TAXATION PROCEDURES ON IMPORTS WITH HIGH 
ADDED SUGAR CONTENT. 

B. THEY WOULD LIKE INFORMATION ON THE PROCESSES INVOLVED 
IN IMPLEMENTING THE USG'S STATED INTENTION TO CONVERT 
SPECIFIC TO AD VALOREM TARIFFS IN THE CONTEXT OF MTN. 

THEY WOULD LIKE TO KNOW WHAT STATISTICAL INFORMATION 
RELATED TO THE CONVERSION THEY WILL RECEIVE AND WHEN THEY 
MAY EXPECT IT. THEY RECALLED THAT IN UNDERTAKING A 
SIMILAR CONVERSION PROCESS THEY PROVIDED INFORMATION ON 
IMPORTS OVER A THREE- YEAR PERIOD. THEY HINTED AT CONCERN 
THAT EFFECTS OF OUR CONVERSION COULD BE OBFUSCATED IN 
THE MTN. 

5. ACTION REQUESTED: PI .EASE PROVIDE INFORMATION IN 
RESPONSE TO THE FINNISH INQUIRIES SET OUT IN THE 
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